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Appendix: 


1. President Hoover’s Debts Suspension Proposal, June 20, 1931. 
2. Text of the Franco-American War Debt Accord, July 6, 1931. 
3. 


Text of the London Communiqué, July 23, 1931. 


‘ashington, dD. ¢@ 


“BUT THE TIME 


IS SHORT” 


N August 19 the Bankers’ committee ap- 

pointed by the Bank for International Settle- 
ments upon the request of the recent London 
conference made its report.* The purpose of this 
committee, of which an American, Albert H. 
Wiggin of the Chase National Bank, was chair- 
man, was to study the credit needs of Germany. 
As a result of negotiation, the Wiggin committee 
drew up an agreement whereby, with certain ex- 
ceptions, foreign creditors will not withdraw 
their short-term credits from Germany until 
February 1932. But since Germany has lost 
2,900,000,000 marks in credit withdrawals during 
the last seven months, it is in need of further 
capital. Conceivably Germany might meet this 
problem by reducing imports drastically while 
expanding exports. But such a policy, according 
to the committee, would result in continued im- 
poverishment and high unemployment, and by 
reducing foreign sales to Germany it would ac- 
centuate the world depression. A long-term loan 
is therefore essential for German recovery. 


The committee frankly states, however, that 
such a loan is out of the question so long as con- 
fidence in the financial and political future of 
Germany is not restored. 


“Until relations between Germany and the other 
European powers are firmly established on the basis 
of sympathetic cooperation and mutual confidence and 
an important source of internal political difficulty for 
Germany is thereby removed, there can be no assur- 
ance of continued and peaceful economic progress. 
This is the first and most fundamental condition of 
credit worthiness.” 


Secondly, so long as the external obligations of Ger- 
many “are such as to involve either a continuous in- 
crease in snowball fashion of the foreign debt of Ger- 
many or alternatively a disproportion between her im- 
ports and exports on such a scale as to threaten the 
economic prosperity of other countries the investor is 
unlikely to regard the situation as stable or per- 
manent.” 


*“Stalemate at London,” 


F. P. A. News Bulletin, Vol. X, No. 89, 
July 31, 1931. 


Moreover, the German problem is only part 
of a larger issue which deeply affects other coun- 
tries. If the depression is to be ended, “it is 
essential that the normal progress of investment 
of fresh capital should be resumed with a well- 
defined economic purpose in view, namely, an in- 
crease in the purchasing power of the world.” 
The case of Germany illustrates also the fact 
that the world has permitted the development 
of an international financial system “which in- 
volves the annual payment of large sums by 
debtor to creditor countries, while at the same 
time putting obstacles in the way of the free 
movement of goods.” The partial paralysis of the 
world may be cured by “restoring the free cir- 
culation of money and goods,” but this can be 
accomplished only if governments “will realize 
the responsibility that rests upon them and will 
take prompt measures to re-establish confidence. 
Their action alone can restore it.” 

It is essential, therefore, that before the ex- 
piration of the creditors’ agreement with Ger- 
many in February 1932, governments 

“should give to the werld assurance that international 
political relations are established on the basis of 
mutual confidence which is the sine qua non of economic 
recovery and that the international payments to be 
made by Germany will not be such as to imperil the 
maintenance of her financial stability.” 

From the Wiggin report it is evident first, that 
Germany will be unable to resume reparation 
payments at the end of the moratorium next 
July; second, that drastic readjustments in the 
present international structure are necessary if 
Europe and America are to be saved from fur- 
ther collapse. This report is an urgent appeal 
for Franco-German reconciliation; it is an urgent 
appeal for an international conference upon repa- 
ration, debts, and tariffs. 

Whether or not an economic conference will be 
called in time depends largely upon the United 
States. In proposing his moratorium last June, 
President Hoover recognized that we hold the 
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key to the situation. The one weakness of his 
proposal was that it did not come soon enough. 
As the Wiggin committee boldly states, “no time 
is to be lost” in finding new remedies. 

It is inconceivable that President Hoover will 
allow any considerations as to the 1932 elections 
to interfere with a course of action upon which 
the fate of the whole world may depend. His 
only opponents in the next elections will be the 
Democrats, and in view of their history they can- 
not afford to attack a policy of international co- 
operation. If the President remains silent until 
next December, there is grave danger that the 
initiative in the debt question will pass into the 
hands of extremists in Congress, making interna- 
tional action impossible. But if he takes a strong 
lead now, he is almost certain to command the 
support of the country and of a majority in both 
houses. 

There is little prospect that the disarmament 
conference, called for February 1932, will suc- 
ceed so long as the burning economic and political 
issues of the world remain unsolved. If that 
conference convenes and ends only in failure, it 
is obvious that the international situation will be 
worse than before. The course of wisdom, con- 
sequently, is to postpone the disarmament gather- 
ing until an international conference has acted 
upon the reparation, debt and tariff questions. 
Immediately following such action, the disarma- 
ment conference should meet, thus linking up 
economic and military disarmament. This coun- 
try cannot dodge any longer the vital political 
and economic problems confronting international 
relations. If the United States desires to protect 
its material interests as well as to promote world 
peace it will act without delay in convening an 
international economic conference. 

RAYMOND LESLIE BUELL 


German Self Help 
By MILprReD S. WERTHEIMER 
serlin.—The first stage of the crisis is over, 
although it is too early to estimate the far- 
reaching results of the panic. But at least a 
brief breathing space is in sight. 

Full resumption of banking business, except 
in regard to foreign exchange dealings, was ef- 
fected by all banks, except savings institutions, 
on August 5. The opening of the banks, includ- 
ing the Darmstiddter und Nationalbank, was at- 
tended by no runs or other indications of panic, 
and proceeded quietly and normally. The sav- 


ings banks resumed full payment on Saturday, 
August 8, the day before the Prussian plebiscite, 
a move obviously not without political implica- 
tions. 


Business at the savings banks was brisk 


Page Two 


but there was no panic. Meanwhile, on August 
4, Chancellor Briining had addressed the nation 
on the radio and his calm appeal for restraint 
and confidence doubtless had large influence both 
in the quiet resumption of full bank payments 
and on the outcome of the Prussian plebiscite.} 

In order to protect the Reichsbank, the discount 
rate was raised to 15 per cent and the call rate 
to 20 per cent on August 1. The results have 
been good and as early as August 12, the Reichs- 
bank was able to lower the rates to 10 and 15 
per cent respectively. The Reichsbank statement 
published on August 10 shows that its gold and 
Divisen cover have increased to 38.2 per cent 
and it is expected that the former legal gold 
cover of 40 per cent, which was lowered to 30 
per cent on July 15, will be regained shortly. 

The question of foreign exchange control has 
been dealt with in several emergency decrees. 
Beginning on July 28, all persons, legal and 
natural, were required to declare to the Reichs- 
bank the amount of their holdings in foreign 
currencies and claims, both in Germany and 
abroad. The Reichsbank was empowered to com- 
pel purchase of marks with these monies, except 
where they were for the purpose of legitimate 
business dealings. Another decree, effective 
August 1, imposed much more drastic provisions. 
The right to dispose of foreign currency was 
made dependent on consent of the German fi- 
nancial authorities; such consent was also re- 
quired to send or transfer German marks to 
foreign countries or to grant mark credits to 
foreigners, only sums below 3,000 marks being 
exempt from these provisions. Two important 
general exceptions were made, however, in the 
decree; namely, that agreements already existing 
to refrain from withdrawing credits from Ger- 
many were not affected by it, and that the ser- 
vice of foreign loans was expressly secured. 

These restrictions worked great hardships on 
importing firms and many protests were received 
from foreign countries. Consequently, a decree 
of August 7 provided that foreign exchange 
might be used for the “financing of import, ex- 
port and transit goods,” subject to authorization 
of the financial authorities. Such permission 
will be given only against a Chamber of Com- 
merce certificate. 

Thus the Briining government has been doing 
its utmost not only to make impossible the slight- 
est tendency towards inflation at home but to 
impress the outside world with Germany’s deter- 
mination to help itself in order to make possible 
the outside aid it so desperately needs. 


t’*The Moderates Triumph in Prussia,’’ F. P. A. News Bulletin 
Vol. X, No. 41, August 14, 1931. 
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